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BULGARIA: KEY ECONOMIC INDICATORS 


Plan Indicators (Percentage Growth) 


1980 1982 1982 (Plan) 
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Nominal Economic Performance (In Billion Leva, Unless Otherwise 
Indicated) 
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National Product 57.9 62.4 66.9 
National Income 20.5 21.9 22.9 
Population (December 31) 8,877,000 8,906,000 8,929,000 
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PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


The Bulgarian economy continued strong but showed slower growth. 
National income increased by four percent in 1982, a full per- 
centage point off 1981's growth. 


Industrial Performance: Industrial production increased 4.6 
percent in 1982, versus five percent in 1981. Labor productivity 
gains (up 3.8 percent) were credited with most of the increased 
output. The leading sector was metal engineering which grew 8.7 
percent, an improvement over 1981. Energy output was up 6.6 
percent, almost identical to that of the previous year. The 

light and food industries enjoyed increases of 3.9 and 4.0 percent 
respectively. Troublesome, however, were the performances of the 
key metallurgical and chemical industries. Metallurgy increased 
2.4 percent, while chemicals increased only 1.3 percent, after 
growing 11.1 percent in 1981. Rolled iron output fell 2.4 percent 
to 3.3 million metric tons (MT). On the positive side, production 
of electricity rose 9.4 percent to 40.4 million MWH. Coal rose 
8.5 percent to 33.5 million MT after having a bad year in 1981. 
Cement production rose 3.1 percent to 5.7 million MT. 


Agriculture: Bulgarian agriculture enjoyed a good year in 1982 
despite problems with weather. Overall output rose 4.7 percent. 
The grain harvest recorded a 15.3 percent increase, amounting to 
10.2 million MT, an all time record. The wheat crop enjoyed its 
third consecutive annual increase in output, reaching 4.9 million 
MT. Corn production was up 42 percent over 1981 at 3.4 million MT. 
The sugar beet and sunflower seed crops also did well at 1.5 and 
0.5 million MT each. Other good crops were tobacco (125,000 MT) 
and potatoes (466,000 MT). Due to poor weather some export vege- 
table crops did not do well. These included tomatoes, bell peppers 
arid some fruits. Due to a poor forage crop in 1981, livestock 

herd sizes suffered in 1982. The numbers of cattle, including 
dairy cows, fell 1.3 percent. Hogs also were fewer in number by 
0.9 percent, The numbers of sheep increased 1.3 percent. 


Social Welfare Policy: Real income was reported to have increased 
three percent in 1982 as monthly industrial wages reached 197 leva. 
Population growth is a major concern due to its slow rate of in- 
crease. There were 8,929,000 Bulgarians at the end of the year. 
Living standards showed improvement in the following ways: the 

per Capita share of public consumption funds rose 5.5 percent to 
734 leva; retail turnover increased 4,8 percent to 13.3 billion 
leva; officially reported inflation continued to be nominal - 0.9 
percent; and consumption of meat rose three percent to 68.6 kg, 

of milk 3.5 percent to 216 liters, and of eggs 5.3 percent to 220. 


Investment: A key indicator for slower economic growth, capital 
investment decreased six percent last year, amounting to 7.4 
billion leva. The largest drop was recorded in agriculture and 
transportation. Industrial investment also declined, but account- 
ed for 43 percent of all investments. Altogether, 75 percent of 
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investment funds went for production, 39 percent was for modern- 
ization, reconstruction and expansion of existing industrial plant. 
The official expianation for the drop in investment was that the 
program was subordinated to the task of "further building and per- 
fection of the material technical base of the economy." This re- 
sulted in an increase of 6 percent in the value of capital invest- 
ment entering operation during the year. Problems exist in housing 
construction as there were 3.3 percent fewer units built than 
during the previous year. 


Foreign Trade: Bulgarian foreign trade developed at a slower rate 
in 1982, Overall trade grew 9.1 percent, versus 15.3 percent in 
1981. The difference was due to the slowdown of imports from western 
countries, which fell one percent after increasing 26 percent in 
1981. Overall, Bulgaria had a small trade deficit of 121 million 
leva. The traditional deficit with other socialist countries (170 
million leva) and developed western countries (616 million leva) 
was almost offset by the large surplus with oil-rich developing 
nations (1.2 billion leva). Trade continues to be heavily concen- 
trated with the socialist countries (75 percent), and the Soviet 
Union in particular (54 percent). The developed countries' share 
of Bulgarian trade dropped last year from 17 to 14 percent, while 
the LDCs maintained their 11 percent share, The most notable 
feature of Bulgarian trade was the turn around in trade with the 
west. Exports fell slightly more than 10 percent while imports 
declined 9.3 percent. Trade with the LDCs, and oil-rich countries 
in particular, continued to expand by 12 percent. Major western 
trade partners are: West Germany (685 million leva); Switzerland 


(361 million leva); France (282 million leva); Greece (272 million 
leva); Italy (255 million leva); and the UK (232 million leva). 


U.S. exports totaled US $106.5 million, down 59 percent from 1981. 
Agricultural products accounted for 60 percent. Major export items 
were: yellow corn (US$ 32 million); soybean oil cake (23.4 million); 
and concentrated superphosphates (US$ 11.3 million). Bulgarian ex- 
ports totaled US$ 25 million, somewhat lower than in 1981, 86 per- 
cent of which were agricultural products. Major products included 
tobacco (US$ 17.7 million); cheese (US$ 1.8 million) and portable 
typewriters (US$ 1.5 million). 


Bulgaria has experienced worsening terms of trade due to the 
structure of its exports and imports. Forty-seven percent of ex- 
ports were machinery and equipment, which are price sensitive due 
to quality and western recession. Next important were food pro- 
ducts, 17 percent of exports, which also competed in a weak market. 
Exports of fuels, minerals and metals accounted for 12.3 percent. 
Most important of this group were exports of petroleum products, 
the world price for which weakened in 1982, Imports of fuels and 
minerals equaled 46 percent of all imports, while machinery and 
equipment represented 34 percent. 
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Bulgaria does not publish debt figures, but indications are that 
net indebtedness stabilized at US$ 2.0 billion, with a debt ser- 
vice ratio around 30 percent. Western bankers rate Bulgaria as 
the best credit risk in Eastern Europe, due to its conservative 
financial policies and substantial Soviet economic support. 


Outlook For 1983 


The task of economic planners will be to control the slowdown of 
growth in economic activity. National income, which grew four 
percent last year, is planned to expand by 3.8 percent in 1983, 
with increased labor productivity providing the impetus. Indus- 
trial output is slated to be 4.8 percent in 1983, over the 4.6 
percent in 1982. Output of metal engineering, chemicals and 
food industry is slated to expand by 9.1, 9.7, and 4.5 percent 
respectively. 


Agriculture: Production during 1983 will not repeat 1982's 
excellent performance. Output is planned to increase by a modest 
2.7 percent. Farm managers have contended with a six-month 
drought, followed by heavy rains, resulting in lower crop yields 
for grain crops. This will have a negative impact on foreign 
exchange earnings and increase imports, which may in turn affect 
livestock production through 1984, 


Industry: The main emphasis in industrial development will be 

on sectors with high productivity and growth rates, e.g. machine- 
building, chemicals, metallurgy, electronics, and energy. Rhetoric 
about shifting emphasis towards consumer goods has subsided as the 
economy confronts internal and external problems. This was evi- 
denced by the relative share of output of the above four industries 
in 1982, which reached 61 percent. 


Investment: Major industrial investment projects are: the heavy 
industry machine building projects at the Radomir-Pernik complex; 
the steel plants at Rakovski and Ruse; renovation and expansion 
projects at the Brezhnev Iron and Steel Works (formerly Kremikovtsi) , 
the Lenin Works in Pernik; the Elatsi and Assarel Ore Processing 
facilities, and the new rolling steel mill at Burgas, which will 
enter into operation during 1983. Facilities are to be completed 
in the chemical sector for the production of sulphuric acid, 
ammonia, fertilizers, synthetic resins, adhesives and plastics. 
Construction continues at the petrochemical plants in Burgas and 
the chemical works in Dimitrovgrad and Vratsa. On the high tech- 
nology side, money has been allocated for the computer magnetic 
disk plant in Plovdiv and the industrial robotics plant in Stara 
Zagora. 


Investment in developing Bulgaria's energy base is also a priority. 
The Kozlodui IV 440 MW nuclear power plant entered operation in 
1982 and work commenced on a fifth unit at Kozlodui for a 1000 MW 
reactor. Work continues for thermal electric generation units at 
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Maritsa East-2, two 210 MW plants by 1985, and four boilers at the 
plant in Russe. Hydro facilities are not neglected with work going 
on at the Chaira storage pump plant and at Devin. 


Planned capital investment should be around 7.5 billion leva, a 
small increase over 1982's low level. Emphasis is on completing 
projects rather than starting major new ones. The government 
hopes that the amount of incomplete construction will fall 7.6 
percent as a result. 


Energy: Bulgaria's energy situation is critical for future econ- 
omic development. Presently producing only 25 percent of its 
needs, Bulgaria imports most of its oi] and coal from the Soviet 
Union. The country's ambitious nuclear program already produces 
one fourth of domestic consumption and will account for 40 percent 
of electrical consumption in 1990. The next most abundant energy 
resource is the Dobrudzha deposits of black and coking coal. The 
deposits are estimated to be 1.2 billion MT, 30 percent of which 
could be used for coking. The obstacles for exploitation are 
severe as the deposits lie at a depth of 1,375 to 1,950 meters. 
Development plans have stalled due to the high investment required 
and risks involved, 


Economic Reform 


Bulgarian economy increasingly features reform measures. Most 
notable is the so-called New Economic Mechanism (NEM), applied to 
the economy in 1982. The NEM is designed to introduce flexibility 
into the economy through reduction of central plan targets, empha- 
sis on enterprise profitability and reduced state subsidies, and 
linkage of workers’ pay to profits. With attention being paid to 
worker discipline and quality of production, the Government hopes 
that by linking wages and improved standards of living to higher 
and better quality output, the economy will be more productive 

and competitive. 


Foreign Trade: Head of State Todor Zhivkov announced in June that 
due to poor quality, Bulgaria suffered worsening terms of trade 
during 1982. Bulgarian officials have set foreign trade to expand 
by eight percent in 1983, a percentage point lower than in 1982. 
Financial difficulties in Bulgaria's third world partners will 
limit expansion of a source of large convertible currency sur- 
pluses. Trade with the West may be reaching a turning point 

after mixed performance in 1981-82. There are indications of an 
internal debate over the wisdom of importing Western technology 
versus increased CEMA integration and reliance on domestic or 
Soviet technology. With the West poised for recovery and Bul- 
garia's credit situation fairly good, the country may be prepared 
to move forward with major investment held in abeyance. 


PART B - IMPLICATIONS FOR THE UNITED STATES 
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Expectations of a larger market for American exports to Bulgaria 
ended last year when sales dropped 57 percent. This trend con- 
tinued through the first half of 1983 as well, reflecting econ- 
omic and political factors. The agricultural composition of 

our exports, traditionally subject to fluctuations, combines 

with other factors to influence U.S. exports. These factors 
include export controls; lack of "most-favored nation" status; 
non-availability of EXIM loans, OPIC guarantees, or CCC credits; 
reluctance of U.S. and European banks to finance trade with 
Eastern Europe; and the advantage that European competitors enjoy 
in proximity and familiarity with the market, in addition to 
aggressive export promotion featuring official export credit lines 
and subsidized market promotion. 


Nonetheless, opportunities exist for American exporters to sell 
technology which will allow Bulgaria to modernize its industry 
and agriculture, utilizing more efficiently raw materials and 
energy. Bulgaria's trade surplus with non-CEMA countries has 
allowed it, in many cases, to pay hard currency for these imports 
without financing. Nevertheless, there continues to be a push 
for acountertrade element in negotiations and deals have improved 
Chances if the exporter offers multi-year medium-term financing. 
It is, however, against Bulgarian National Bank policy to accept 
commercial paper which can be discounted by the foreign vendor. 


Economic Cooperation: Government Decree 535 of March 1980 estab- 
lished new rules for joint ventures, which permit unlimited foreign 


participation for operations in Bulgaria or third countries. The 
foreign partner has the right to repatriate profits after payment 
of taxes and to maintain ownership of imported machinery until the 
venture is dissolved. Restrictions are that the venture may not 
own real estate in Bulgaria, the chairperson of both the managing 
board and the board of directors must be Bulgarian, and operations 
decisions must be unanimous. Only ventures that manufacture for 
hard currency exports will be approved. Officials have made it 
Clear that there can be no profit or capital repatriation without 
a hard currency income stream. Companies interested in a joint 
venture as a means to penetrate Bulgarian or CEMA markets must 

be prepared to have some production marketed on hard currency 
markets. At present, three joint ventures operate and negotia- 
tions continue with several others, including an American 
manufacturer, 


Specific opportunities include the major projects listed on page 
5, in addition to participating in petroleum exploration and 
mineral development. Domestic exploration for oil has been 
undertaken by domestic and Soviet enterprises, but the possibil- 
ity exists for supplying equipment. Bulgarian engineering firms 
are active in the Middle East and Africa in oil and water drill- 
ing, although American experience has been mixed in sales for 
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these projects. American participation in deyeloping the 
Dobrudja coal deposits seemed certain until recently. The 
decision to commit resources to the project and select a Western 
partner has not been made yet, which is attributed to the level 
of investment required and the risky nature of the project. 


Agriculture has traditionally been our best market. Though 
imports of American yellow corn and soybean meal fluctuate with 
harvest results and South American competition, there is a 
steady market for agricultural chemicals and technology. Bul- 
garian specialists are familiar with American achievements in 
plant selection and livestock breeding. The food processing 
industry, a major export sector, also offers opportunities for 
cooperation with American firms. 


Official U.S. trade promotion activities in Bulgaria in 1983 

and 1984 will focus on participation at the Plovdiv International 
Fall Trade Fair (September 26-October 3), in addition to a re- 
sumption of a program of Seminar Missions (Mining Machinery and 
Safety Equipment, November 1983; and Agricultural Chemicals, 
September 1984). 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-38 1-007:530 





